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The Tobin tax, myths and circumstances 


Jesus Lizcano 
El Pais, Madrid 
Published in ATTAC Correo Informativo 75 


The current moment may be propitious for an 
open debate about the Tobin tax. Aside from the 
fact that the beginning of century may incite to 
development of new ideas, we are now in front of 
a large questioning of the theory or economic 
orthodoxy which moves far away from the 
economic reality and is creating in numerous 
universities of various countries a_ strong 
opposition movement against which education is 
considered as_ obsolete and as a_ simple 
reproduction of economic postulates in 
contradiction with reality. On the other hand, the 
enormous degree of volatileness and inconsistency 
of financials markets that sweep swiftly in space 
and time, with an extraordinary variability and 
impredictibility, which might be called a chaotic 
globalisation of the financial risk. 


In this context it seems interesting to us to 
depinct some of the myths existing about the 
Tobin tax, and to provoke in this way a revealing 
debate on this proposal. 


This proposal was launched initially by North 
American economist James Tobin, University of 
Yale (Nobel prize of Economy in 1981), which 
consists basically in determining a small tax tax, 
0.1%, on _ speculative financial transactions, 


specifically those made on the_ international 


market of currencies. 


In this way, first might be reduced - by doing 
them less attractive- the continual purchases and 
sales of currencies made daily by million as 
speculative option (one purchase and a sale made 
within one or two days, by example, would have 
to be more than at least two per thousands of 
expected profitability in those options, due to the 
mentioned tax on both operations); in this way, 
the volume and the level would be limited of those 
speculative exchange markets. Secondly, 
implementation of this tax would generate on the 
whole world level a quantity of financial resources, 
that might be devoted to important social 
purposes, essentially in the countries of the Third 
World. In summary, this measure might contribute 
to a greater stability of the international capital 
markets, and consequently, they could improve 
the imbalances and urgent needs of a good part of 
the world population. 


It is considered that the amount of the operations 
that daily take place on the foreign exchange 
markets are more than 1.8 billions of dollars, that 
is to say, more than 315 peseta billion. It means 
that, even if it succeeded in lessening the number 
of these speculative operations, appeals might be 
genetaxd each year among 150 000 and 250 000 
million dollars, that is to say, among 27 and 45 
billions of pesetas, appeals with which enough 
projects might be made in the _ international 
economic context. 


4 


attac 


Regarding the Tobin proposal various myths exist 
and circulate , on which we are going away to 
make some observations and remarks. 


First myth: The Tobin taxe is a "leftist" proposal. 
This affirmation is not true. Aside from its North 
American origin, the proposal cannot be labelled 
only as " left", but likewise it can be an exponent 
of a "right" that is considered modern, liberal 
progressive and (that is to say, the one that 
pursues a minimal freedom for the individuals, 
especially the less-favoured ones). Clearly it can 
occur that if in some countries and mentalities the 
right is identified with the most rancid expression 
of the free market - opposed to that of a freer 
market-, with the casinos and the speculators 
financiers, that right would be, of course, outside 
the proposal. Nowadays political training of right 
would not have to leave the ones of left the 
monopoly of a positive sum measure as the Tobin 
tax, which might serve - on promoting the least 
developed countries - to widen free international 
trade, and to stimulate, finally, the real economy 
in regard of the financial economy, question that 
will mark the economic debate in this new 
century, more than the classic debate between a 
right economy and a left economy. 


Second myth: the Tobin tax is an utopia, without 
any endorsement in practice The affirmation is 
also false. It is enough to recall in this regard that 
only in the year 2000 this tax has received 
important endorsements, not only in the 
international civil society, but in very diverse 
national and supranational political institutions. 
So, the European Parliament debated in J anuary 
a proposal on creation of this tax, stemming a 
vote from 223 votes in favour and 229 votes 
against (with 36 abstentions), which gives idea of 
balance of power on European level with reference 
to this proposal. One has to recall, on the other 
hand, that institutions like the Parliament of 
Canada or the Government of Finland have 
approved favourable proposals in this regard, and 
that the Tobin tax has been likewise debated in 
Parliaments of countries like the United States, 
Great Britain and Brazil, being as project of 
parliamentary debate in other several countries. 
This level of proposals and political debates of the 
Tobin tax is such that we believe it is suffcient to 
discredit the extended affirmation that it is a 
proposal of a few lunatics. 


Third myth: the Tobin tax is technically non- 
viable. It is neither true . The basic argument that 
it endorses is that it would be very complex and 
bureaucratic to establish a tax of this tax in all of 


the countries of the world, aside from that it 
would promote the delocalisation of capitals to the 
off-shore markets, so that no one would not 
accept to establish this tax. In view of this 
argument it is necessary to recall that at present 
the minimally effective and programmed markets 
move accross electronic financial transactions, 
using banks and financial institutions, linked to the 
national systems of payments and supervised by 
their respective central banks. Although there is 
still way for the technical homogenisation of these 
systems, from a technological point of view, the 
operating practice of this tax would not be too 
much a problem with a system of periodic 
balances, and the fixing of a rapid and efficient 
ex-post control. For this reason the Bank For 
International Settlements should take a first role, 
as an organisation of international monetary 
cooperation among central banks. 


With regard to the diversity of countries and the 
possible escapes of this planetary tax, it is 
necessary to take into account, first of all, that 
near 83% of the world currency traffic is 
concenttaxd on only eight financial places 
(London, New York, Tokyo, Frankfurt, Paris, 
Singapore, Hong Kong and Zurich), which 
relativises the problem of dispersal on establishing 
and controling this tax. Furthermore, in the case 
of a legal adoption of the latter, central banks 
could penalise by rejecting the monetary 
operations with them - those countries (or off- 
shore markets) that did not respect the payment 
of this legal tax 


Fourth myth: the share of the funds would 
generate tensions, inequalities and corruption in 
many countries. The latter is a less _ rational 
affirmation and in any case less worrying. We 
believe that what generates tensions and 
inequalities is essentially the non-existence or the 
scarcity of appeals more than the way of 
distributing them. In any case, the level of lacks 
and needs on a world level is so large, and so 
important the volume of appeals than might be 
generated with the mentioned tax, that we are 
sure that the international Community would find 
ways to agree a ranking of preferences and 
activities As modest proposal in this respect, we 
believe that one of the destinations first might be 
to alleviate or suppress the external debt of Third 
World countries , which reaches now generally the 
2.3 dollar billion, or, which is the same, 
foreseeable collection of a single year of the Tobin 
tax. Another possibility would be to dedicate funds 
to the creation of an insurance world against 
natural disasters, so that in a rapid and enough 
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efficient way the effects of earthquakes, floods, 
etc., might have been covered The list of y needs 
or aims would be, in any case, very full. 


On the other hand, and for an effective analysis of 
the possibilities and ways of introduction of this 
proposal, the activities and the contributions of a 
multidisciplinary group seem to us very necessary 
, and created to this end, and in a rigorous and 
minimally objective way (without any ideological 
or political interests) A method of working and 
operating might have been established for the 
hypothetical introduction of the tax . Experts 
would be necessary from the area of taxation, 
sociology, statistics, political science, 
macroeconomics, the capital markets, economic 
geography, and also of mathematics and 
computer engineering. 


Finally, and as a summary, we think that the 
Tobin tax, to the brink of the difficulties inherent 
to a project of such a nature, is not that such a 
utopian or such a non-viable proposal it seems in 
the medium term as some think. We hope that the 
politicians of all the colours and of the majority of 
the countries of the international Community may 
join the citizens of the present modern society, 
and should allow an exit of this unconceivable 
economic orthodoxy. They may give us, making it 
real, the first tax initiative of world nature. 
Besides increasing stability and effectiveness in 
the long term in the economic international 
system, this project might help many more people 
to be aware of the effective kindness of a really 
global world. 


Jesus Lizcano is director of the magazine Meetings 
Multidisciplinary Professor of Financial Economy 
and Account of the Autonomous University of 
Madrid. 


Translation: Michel Sautelet, volunteer translator 
& Philippe Agard coorditrad@attac. org 





WTO Tidbits 


1) The ILO signs a labour agreement with the 
EAC 


This memorandum, co-signed by the ILO and the 
East African Community (Kenya, Tanzania and 
Uganda), is intended to develop and strengthen 
cooperation in the field of social legislation. The 
ILO Director for Africa, stressing the spread of 
unemployment in the region, called for urgent 
measures to reform social laws which he described 
as outdated and no longer in phase with the 


realities of the world. The dilapidated state of 
traditional types of workers’ protection, together 
with the re-appearance, especially in big urban 
centres, of forms of semi-slavery which 
contravene the _ dispositions of international 
conventions on forced labour, has aggravated 
many bad features of the labour scene in these 
countries. 


2)Talks between Japan and Singapore on a Free 
Trade Agreement 


This pact would concentrate on liberalization of 
trade in goods and services, on investments 

and on the movements of persons between their 
two countries. It would leave out agriculture and 
fisheries, which are politically sensitive subjects in 
Japan. Japanese farmers and fishermen, the 
electorate of the governing LDP, are violently 
against liberalization. Agreements of the same 
type between Japan and other ASEAN countries 
will be likely to run into sizeable obstacles in these 
areas. Japan is alone among the big industrialized 
nations in not having concluded bilateral 
agreements with its trading partners. 


3) Free Trade Agreement between Egypt and Irak 


Egypt is Irak's main supplier in the UN “oil for 
food" programme, and should experience growth 
in its exports to this coountry (up to 2 billion 
dollars) after removal of Irak's customs duties on 
Egyptian imports. According to a source in Irak, 
this country is soon to sign a free trade agreement 
with Syria, and the oil pipeline linking their two 
countries, which has not been used since 1982, is 
to be re-opened. Based on the same motives of 
lowering customs duties within the Arab world, 
plans exist to establish a regional Free Trade Area 
between now and 2007. 


4)The Free Trade Agreement of the Americas 
could be concluded 2 years before schedule 


The initial text has just been finalized, which could 
mean that negotiations would be completed in 
2003, two years in advance of the schedule. The 
text will be presented at the Meeting of Trade 
Ministers in Buenos Aires (6-7 April). 


The countries of the Caribbean Community fear 
that their economies might suffer from being 
integrated into this agreement, and have asked 
the Canadian First Minister to help them make 
sure that it will not be to their detriment. 
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5)The European Commission allocates travelling 
allowances to 40 NGOs. 


The aim is to have these NGOs attend the 
meetings of the Commission between February 
and November 2001. 


The official objective of these periodical meetings, 
which have existed since 1998, is to influence the 
position of the EU in its dealings with the WTO. A 
series of consultations is being held in Brussels 
between public interest groups and_ the 
Commission, represented by the General 
Directorates of Agriculture, Trade, the 
Environment, Health, Consumers’ Protection and 
Development. The beneficiaries of the 40 
available places will be respectively NGOs 
interested in social, developmental and 
environmental problems, and representatives of 
trade unions, business groups and agricultural 
lobbies. The next meetings will be on 
Investments, Competition, the reform of the WTO 
and Intellectual property Rights. 


6) Asia remains divided on the question of 
launching a new Round 


Malaya , particularly expresses the need to draw 
up a specific agenda before summoning a new 
round, considering that there exist too many 
differences, both between the big developed 
countries themselves and between these and the 
developing world. Differences exist on the level of 
the inclusion or not, in the discussions, of anti- 
dumping measures, of environmental versus trade 
concerns, of unilateral actions and of social 
problems. This opinion resulted from discussions 
in mid-January between the 10 members of 
ASEAN, joined by China, Japan and South Korea. 


India, whose concern is shared by _ other 
developing countries in the APEC, informed Mr 
Moore that the problem of the implementation of 
measures which should already be underway, and 
the actual schedule of the Round, are things which 
must be hammered out before the round can be 
launched. India added that non-trade subjects, 
like social problems, investments, the 
environment and competition, should be kept out 
of the agenda of multilateral trade discussions. 


India renewed its appeal to the G-15 (which now 
includes 17 developing countries) to make efforts 
to reach agreement among themselves, so as to 
be able effectively to react to the challenges of the 
WTO and the world trade system. It further 
affirmed that trade liberalization should mean 


better access to markets for goods and services 
from developing countries. 


The British International Development Secretary, 
Clare Short, offered to nearly triple present aid to 
development, bringing it to 500 million dollars, if 
India made progress in reducing poverty within a 
framework of globalization. Mr Moore and Ms 
Short sollicited the support of India for the launch 
of a new round. 


7) Brazil lodges a complaint against Canada. 


The complaint is a response to Canada's 
declaration that it would give financial support to 
its candidate, the maker of regional airplanes 
Bombardier, so as to enable this manufacturer to 
present a more attractive offer than its rival, the 
Brazilian firm Embraer, in the fight to secure a 
juicy contract with Air Wisconsin for some 75 
planes. Last month, Canada was authorized to 
apply sanctions to Brazil for 6 years in 
compensation for subsidies granted by this 
country. 


8) Chain reactions .... 


Reacting to Brazil's official complaint, Canada is to 
ask the WTO to look into Brazil's system of 
reformed subsidies (Brazil's exports being already, 
see above, subject to Canadian sanctions). The 
atmosphere between the two countries grew 
stormier when the’ Brazilian Minister for 
Agriculture threatened a boycott of imports of 
Canadian fertilizers if Canada persisted in 
imposing sanctions as authorized. These products, 
imported by Brazilian agriculture, can _ find 
substitutes of Polish origin. 


9)Access of 48 least developed countries to the 
European market once more put off 


Under the programme named "All except arms", 
the Commission now proposes an extension of the 
transitional period from 2002 to 2006 for banana 
imports and from 2006 to 2008 for sugar and rice. 
Oxfam UK comments that this deferred schedule 
will mean "an increase in EU exports at dumping 
prices on the world market, thus contributing to 
even lower prices for produce from ACP 
countries", particularly concerned by the measure. 


10) Bush wants to get moving on fast track 
procedure 


This is the procedure whereby the President can 
obtain full powers in Congress (which can in that 
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case only accept or refuse governmental proposals 
as a whole, with no option of amendments). That 
is how Bush intends to fight the opponents of free 
trade, who are found on both sides of the House, 
knowing that the atmosphere for liberalizing trade 
is becoming less and less propitious. It is already 
known that a bipartisan agreement is necessary to 
obtain these powers. 


Work group "International Treaties", 
omc.marseille@attac.org Wherever you live, you 
can help this theme group. Just contact them! 
Thanks 





journal of Prisoners on Prisons 


A Call for Your Submission 
Special Issue on Education in Prisons 


Prisoners express in their writing and by their 
participation enthusiasm for some forms of prison 
education. Professional “correctional educators” 
promote schooling as a way to reduce recidivism 
and correct prisoners’ deficiencies. Some prisoners 
have rejected this correctional ethos and offer 
alternative reasons to support educational 
programs, especially prison higher education, and 
develop their own educational programs. 


Prisoners/former prisoners have written brilliant 
critiques on the role prison education plays in 
parole hearings and as a substitute for prison 
work assignments in maintaining institutional 
order. The state has been taken to task for nearly 
obliterating higher education by Pell Grant 
disqualification and budget cuts. In _ addition, 
prisoners/former prisoners have written accounts 
of prisoner-organized educational activities. Your 
contribution to this special issue on Education in 
Prisons will provide a forum for you to extend 
these and other investigations on educational 
programs. 


We encourage contributions that discuss the 
value, politics, and contradictions of “correctional 
education” We also encourage contributions 
about prisoner’s own _ educational activities. 
Indeed, we see this special issue of J PP making a 
considerable contribution to our knowledge about 
the formal and informal educational activities 
organized and taught by prisoners for prisoners. 
Your historical accounts, discussions on current 
activities, and analyses of how and why these 
activities emerge will make a valuable contribution 
to our understanding of education in prisons and 
to educational practice. 


This issue is being co-edited by Jon Marc Taylor 
and Howard S. Davidson, members of JPP’s 
editorial collective and authors of books and 
articles on prison education. 


Are you interested in contributing an article? 


This is a call for your contribution! We publish 
articles in English, French and Spanish. Your 
article should be no longer than 20 typed pages, 
double spaced or legibly handwritten. You may 
write anonymously or under a pseudonym. The 
editors will review all submissions. Papers not 
selected for publication will be returned to writers 
with comments and may be revised and 
resubmitted for future publication. See our web 
page at www.jpp.org for details about JPP and 
contents of recent issues. 


The deadline for submitting the first draft of your 
article is October 15, 2001. Send _ your 
manuscripts to: Liz Elliott, Journal of Prisoners on 
Prisons, School of Criminology, Simon Fraser 
University, Burnaby, BC. V5A 1S6 (Canada). E- 
mail: hdavid@ms.umanitoba.ca Write to this 
address to let us know you plan to suvmit an 
article.. This helps us plan the issue. 





Sign on for debt cancellation 


NOTE: Send organizational (only) signons to 
mariec@quixote.org 





Dear Colleague, 


Please read the following letter to President Bush 
on debt cancellation. Now is an important time to 
influence the agenda of the new administration on 
the topic of debt cancellation. The year 2000 
might be over, but we must let President Bush 
know that we shall not pack our bags and go 
home. Complete debt cancellation is long pass 
due, and it is important to alert the new President 
that the IMF and the World Bank have the 
capability to completely cancel the debts of the 
poorest countries out of their own resources. 
Please join us in urging President Bush to push the 
IMF and the World Bank to do just that. 


Your organization or religious community can sign 
on to this letter by contacting Marie Clarke at 
Quest for Peace/Quixote Center in any of the 
following ways: 


Email: mariec@quixote.org 
Call: (301) 699-0042 
Fax: (301) 864-2182 
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Find me at the J ubilee meeting in Denver Feb. 16- 
18, 2001 


WE ARE ACCEPTING ORGANIZATIONAL 
SIGNATURES ONLY. Please sign on by February 28 
at 5:00pm EST. 


Organization Name: 
City and State: 
Contact Person: 


LET YOUR ADMINISTRATION BRING FORTH THE 
J UBILEE 


President George Bush 
1600 Pennsylvania Ave. 
Washington DC 20500 


Dear President Bush: 


We write to you at what we believe to be a 
moment of great opportunity for the poorest 
people in the poorest countries of the world. We 
believe that your inauguration as President of the 
United States provides an opportunity for a fresh 
look at U.S. policy towards two of the most 
powerful institutions in developing countries: the 
International Monetary Fund and the World Bank. 


As you are no doubt well aware, the United States 
is by far the largest shareholder in these 
institutions, and has far greater influence over 
these institutions than any other single country. 
As you also know, in recent years the policies of 
the IMF and the World Bank have become 
increasingly controversial. 


One simple reform of these institutions would 
have an immediate positive impact, especially in 
Africa: requiring the International Monetary Fund 
and the World Bank to use their own resources to 
cancel 100% of their claims against the poorest 
countries. There has been bipartisan support for 
this proposal that would require the IMF and the 
World Bank to write-off the bad loans, as opposed 
to relying on a taxpayer bailout. Unfortunately, 
many of the countries that have been approved 
for debt relief under the current initiative are still 
paying more on servicing external debt than they 
are spending on providing health care for their 
citizens. At least one country, Mali, will actually 
pay more on debt service than it was before. 


Your Administration has the opportunity to chart a 
new path: a path which will be much more 
generous to poor people in Africa, without costing 
U.S. taxpayers a dime. Your Administration can 
demand that the IMF and the World Bank stop 
squeezing debt payments out of the poorest 
countries in the world. 


If your Administration takes this step, other 
countries will surely follow suit, and the poorest 
people in the world will at last have a chance for a 
new beginning. 


Sincerely, 


Quest for Peace/ Quixote Center 
Haiti Reborn/ Quixote Center 

50 Years is Enough 

Center for Economic J ustice 


